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EXECUTIVE DIGEST 
 
 
OVERVIEW 

 
The Office of the City Administrator (OCA) requested the Office of the Inspector 

General (OIG) to determine the extent to which District agencies are complying with audit 
recommendations.  In response to this request, as a part of our fiscal year 2001 Audit Plan, we 
conducted an audit of selected District agencies to determine whether previously made audit 
recommendations have been implemented.  This report summarizes the results of our assessment 
of District agency compliance with OIG audit recommendations. 
 

The overall objectives of the audit were to determine:  (1) whether agencies have 
implemented agreed-to recommendations that were intended to correct reported deficiencies and 
(2) whether the reported deficiencies have actually been corrected.  The audit included a review 
and evaluation of corrective actions taken by management on 194 recommendations made in 17 
previous audit reports issued to the following 7 District agencies, in the 3-year period from 
October 1, 1997, through September 30, 2000. 
 
8. University of the District of Columbia (UDC) 
9. Department of Housing and Community Development (DHCD) 
10. Office of Finance and Resource Management (OFRM) 
11. District of Columbia Lottery and Charitable Games Control Board (Lottery Board) 
12. Office of the Chief Technology Officer (OCTO) 
13. Department of Corrections (DOC) 
14. District of Columbia Public Schools (DCPS) 

 
CONCLUSIONS 
 

Our audit identified that the District needed to establish a system to track the status and 
monitor the implementation of recommendations made to District agencies by the OIG, General 
Accounting Office, various federal inspectors general, and non-government auditors. This need 
became evident during our follow-up audit.  None of the seven agencies we selected for review 
had established an organized system for tracking and monitoring the status of audit 
recommendations. 
 

On May 11, 2001, we conducted a meeting with officials in the Office of the City 
Administrator (OCA) concerning the need to establish a system to track the status and monitor 
the implementation of audit recommendations.  At that meeting, we provided the OCA 
suggestions on how to establish an audit tracking system.   
 

On November 13, 2001, we were informed by an official of the OCA that actions have 
been taken to collect and review past audit reports issued to the District by outside consultants, 
the D.C. Auditor, GAO, and the OIG.  We were further informed that a data tracking system is 
being developed. 
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EXECUTIVE DIGEST 
 
 

The audit showed that the rate at which District agencies implemented agreed-to audit 
recommendations ranged from a high of 90 percent to a low of 63 percent.  On average, the 
7 District agencies which were reviewed complied with 80 percent of the recommendations.  
Where corrective actions were implemented, we believe that sufficient action was taken by 
management to address noted deficiencies.   

 
We found that 6 percent of the recommendations were no longer necessary to implement 

because recommended actions were overtaken by certain events, i.e., a change in laws, policies 
or procedures, operational or system changes, and other factors.  However, an average of 14 
percent of the recommendations had not been implemented.   
 

The audit also showed that the District lost the opportunity to realize monetary benefits of 
approximately $1.7 million (See Exhibit 16) because of management’s failure to implement all 
of our recommendations.  Therefore, we made the same recommendations to the Directors of 
those agencies, along with any new recommendations that were necessary.  The rate of agency 
compliance with audit recommendations is graphically illustrated below. 
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AGENCY COMPLIANCE WITH RECOMMENDATIONS

Overtaken By Events 4% 0% 0% 0% 0% 0% 25%

Non-Compliance 6% 13% 17% 24% 22% 19% 12%

Compliance 90% 87% 83% 76% 78% 81% 63%
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In the above table, the actions taken by agency management to implement our 

recommendations are separated into three categories.  Each category is explained in more detail 
below: 
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EXECUTIVE DIGEST 
 
 

Overtaken By Events.  The recommendation made in the original audit report, in our 
opinion, is no longer necessary to implement.  Action would no longer be needed because of a 
change in management or internal control structure, laws, rules and regulations, policies or 
procedures, and other significant or unforeseen events.  

 
Non-Compliance.  Management did not take sufficient action to correct a reported 

deficiency.  The recommendation was not completely implemented or the action taken does not 
satisfy the intent of the recommendation. 

 
Compliance.  Management actions were sufficient.  The recommendation was fully 

implemented and/or the action taken satisfies the intent of the recommendation. 
 
 

DETAIL SCHEDULE OF AGENCY COMPLIANCE  
WITH RECOMMENDATIONS 

 
                        Table 2.  
 

  Compliance Non-Compliance
Overtaken By 

Events Total 

DCPS 48 3 2 53 

DHCD 20 3 0 23 

UDC 20 4 0 24 

Lottery Board 22 7 0 29 

OFRM 7 2 0 9 

OCTO 13 3 0 16 

DOC 25 5 10 40 

Totals 155 27 12 194 
 
The above table shows a detailed breakdown of the number of recommendations made by 

the OIG and their disposition during the 3-year period of fiscal years 1998 to 2000. 
 

SUMMARY OF RECOMMENDATIONS 
 

 This report contains 27 previously reported recommendations and 8 new 
recommendations made to the executive management of the seven agencies that were audited.  In 
order to facilitate the audit process, we issued Management Alert Reports (MARs) to each of the 
seven agencies on the results of our follow-up audit (Exhibits 1 thru 7).  Formal responses from 
the agencies were received and evaluated (Exhibits 9 thru 15).  

3 
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EXECUTIVE DIGEST 
 
 
We also issued a MAR to the City Administrator and made two recommendations for 
establishing an organized system for tracking and monitoring the status of audit 
recommendations (Exhibit 8). 

 
MANAGEMENT RESPONSE 

 
In response to a draft of this report, the City Administrator has indicated that the OCA, 

Office of Improvements Division (OID) has designed a database and recommendation protocol 
that meets the intent of the Office of Management and Budget Circular A-50, which guides 
federal agencies in audit follow up.  The response further indicates that the database has the text 
and status of more than 150 recommendations and will be updated upon receiving reports, 
studies, and audits.  OID also will be sending a regular report to agency Directors to verify that 
agreed-to recommendations are being implemented (Exhibit 20). 

 
OCTO disagreed with our conclusion that the District incurred costs of approximately 

$1.7 million for unused telephone lines and with our recommendation to deduct Gross Sales 
Receipt Tax from telecommunication bills before payment.  OCTO has provided additional 
comments to support their rational.  Action has been taken, however, to revise and date the 
network diagram, as we recommended (Exhibit 18). 

 
Additionally, DHCD has provided additional information that was obtained from a 

subcontractor to support $350,000 in disbursements made for the New York Avenue Metrorail 
Feasibility Study (Exhibit 19). 

 
OIG COMMENTS 
 

Based on OCTO’s additional comments, we have amended the draft report to remove all 
references to projected results of the costs associated with unused telephones lines, based on a 
statistically selected sample.  The report now reflects the results of a judgmentally selected 
sample.  However, we remain concerned about the results irrespective of the methodology used. 
The results show that the District incurred additional costs because of untimely actions taken by 
OCTO to identify and eliminate all unnecessary and underutilized telephone lines.  Therefore, 
we are currently planning to conduct another audit of OCTO’s management of the District’s 
telecommunication system.  The audit will incorporate statistical sampling methodology to 
project audit results. 

 
Additionally, we have amended the draft report with respect to our recommendation for 

OCTO to deduct the Gross Sales Receipt Tax surcharges from telecommunication bills before 
payment.  We determined, based on additional fieldwork, that our recommendation should have 
addressed the Gross Receipts Tax surcharge, which is included as part of the telecommunication 
bill by the service provider, for which the District is not exempt.  Therefore, our recommendation 
is no longer valid and requires no further action.  However, we are concerned that the District is 
in effect paying its own tax, and have provided additional comments on this matter in the section 
of this report entitled “Other Issues.” 
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EXECUTIVE DIGEST 
 
 

 
We evaluated all of the information provided by DHCD to support the total 

disbursements ($350,000) made for the New York Avenue Metrorail Feasibility Study.  In our 
opinion, the information provided ($105,000 in documented support) is not sufficient to support 
the total amount disbursed for the study.  Therefore, we consider the recommendation closed, but 
the expenditures for $245,000 remain as questioned costs.   

 
Furthermore, we are amending this report to reflect that DHCD had not taken sufficient 

action to include a requirement in its subgrants and loan agreements to ensure that Community 
Development Block Grant Funds recipients require employees, officer, and board members to 
submit annual and supplemental statements of financial interest.  We request that DHCD respond 
to this final report, stating the action taken or planned in response to the recommendation. 

 
We also issued an engagement letter on March 7, 2002, to begin an audit at DHCD.  We 

are undertaking the audit due to public concerns that several Community Development 
Corporations (CDC) may be involved in activities that represent conflicts of interest and misuse 
of funds.  Our audit objectives are to evaluate the management of specific CDC projects, assess 
the benefits arising from investment in CDC projects, and to assess the validity of expenditures 
for selected projects.  We will also evaluate internal controls associated with the above 
objectives. 
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INTRODUCTION 

 
 
BACKGROUND 
 

OIG’s mission is to independently: 
 

• Conduct and supervise audits, inspections and investigations relating to the programs and 
operations of District government departments and agencies, including independent agencies;  

 
• Provide leadership and coordinate and recommend policies for activities designed to promote 

economy, efficiency, and effectiveness and to prevent and detect corruption, 
mismanagement, waste, fraud, and abuse in District government programs and operations; 
and 

 
• Provide a means for keeping the Mayor, Council, and the District government department 

and agency heads fully and currently informed about problems and deficiencies relating to 
the administration of these programs and operations and the necessity for and progress of 
corrective actions. 

 
Pursuant to D.C. Code, 2001 Ed. § 2-302.08 (f-2) (7), the OIG is required to report 

annually the status of recommendations previously reported on which corrective action has not 
been completed.  In order to assess the actions taken by agency management in response to 
previously reported deficiencies, and at the request of the Office of the City Administrator to 
determine the extent to which agencies are complying with audit recommendations, the OIG has 
conducted a District-wide audit of agencies’ implementation of recommendations from previous 
audit reports.   

 
The OIG issued 58 audit reports to 18 District government agencies during the fiscal 

years 1998 to 2000.  The reports included, in total, 380 audit recommendations intended to 
correct noted deficiencies discovered during our audits.   

 
During the same period, the General Accounting Office issued 27 audit reports to the 

District. Also, Management Comments on internal control weaknesses, which were discovered 
during annual audits of the District, were issued to the District and included in the 
Comprehensive Annual Financial Reports.  Finally, non-government auditors issued various 
audit reports to the District. 
 
OBJECTIVES, SCOPE AND METHODOLOGY  
 

The overall objectives of the audit were to determine whether agencies have: 
(1) implemented agreed-to recommendations that were intended to correct reported deficiencies 
and (2) actually corrected reported deficiencies.  To accomplish our objectives, we reviewed 17 
audit reports that contained 194 recommendations (See Exhibit 17) issued to the following 
District agencies during the period of October 1, 1997, to September 30, 2000. 
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INTRODUCTION 

 
 

1. University of the District of Columbia 
2. Department of Housing and Community Development 
3. Office of Finance and Resource Management 
4. District of Columbia Lottery and Charitable Games Control Board 
5. Office of the Chief Technology Officer 
6. Department of Corrections 
7. District of Columbia Public Schools 

 
The agencies were judgmentally selected for review based upon either the number of 

recommendations made to a particular agency, the significance of the recommendations, or the 
impact of the recommendations from a cost savings standpoint.  We conducted interviews and 
held discussions with agency officials and personnel responsible for the implementation of 
recommendations.  We limited our review to an evaluation of documentation provided by those 
agencies to support the corrective actions taken to implement our recommendations.  For 
tracking purposes, the recommendations (in the original reports and the MARs) are renumbered 
for this report. 

 
We did not perform the second audit object to determine whether the corrective actions 

taken by agency management actually corrected previously reported deficiencies.  Our initial 
audit planning did not take into account the number and complexity of recommendations that 
were eventually included in the scope of the audit.  Also, the audit effort took significantly more 
resources than planned.  Instead of delaying the audit results to make that determination, we 
decided to issue the report now in order to obtain timely benefits. 

 
We conducted our audit in accordance with generally accepted auditing standards and 

included such tests as we considered necessary under the circumstances. 
 
On May 11, 2001, we conducted a meeting with officials in the Office of the City 

Administrator (OCA) concerning the need to establish a system to track the status and monitor 
the implementation of audit recommendations.  At that meeting, we provided the OCA 
suggestions on how to establish an audit tracking system.   

 
On November 13, 2001, we were informed by an official of the OCA that actions have 

been taken to collect and review past audit reports issued to the District by outside consultants, 
the D.C. Auditor, GAO, and the OIG.  We were further informed that a data tracking system is 
being developed. 

 
We determined that the District lost approximately $1.7 million because of 

management’s failure to implement all of the recommendations.  Therefore, we made the same 
recommendations to the Directors of those agencies, along with eight new recommendations that 
were necessary.  The remainder of this report discusses previously reported deficiencies, actions 
taken by agency management to correct the deficiencies, and our assessment of management’s 
actions.

7 
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INTRODUCTION 

 
 
OTHER ISSUES   
 
 We discovered that the DC Public Service Commission (DCPSC) authorized a surcharge  
(of 10% on certain services), which is included in the District’s telecommunications bill by the 
District’s telecommunications service provider.  The surcharge allows the service provider to 
recover the Gross Receipts Tax (GRT) that it must pay on its revenues.   
 

The surcharge was authorized under General Regulations Tariff Public Service 
Commission D. C. No. 201, Section 1, 3rd Revised, page 12, D item 6, which states that, 
“Amounts billed to customers shall include a surcharge to reflect the District of Columbia gross 
receipts tax rate.  The amount on each charge shall be shown on each bill rendered to 
customers.”  Therefore, in effect, the District is paying its own GRT, with the surcharge included 
in the bill. 

 
We question the intent of this regulation, in respect to the surcharge, because it appears to 

run contrary to D.C. Code § 47-2501, which states in part, “each gas, electric, lighting, and 
telephone company that sells public utility services or commodities within the District. . . . ” 
shall pay to the Mayor 10% of these gross receipts from sales included in the bill.  We believe 
that the D.C. Council, in conjunction with the District’s Office of Tax and Revenue and Chief 
Financial Officer, should consider addressing legislation to correct this matter.   
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OPEN AND NEW RECOMMENDATIONS 
 

 
University of the District of Columbia 

 
Open Recommendations.  During fiscal year 1999, the OIG issued three audit 

reports on operations at the UDC.  In total, these reports contained 24 recommendations.  
The original audits disclosed that improvements were needed in documenting 
administrative controls over the payment, certification, and distribution of 
telecommunications charges, and complying with OCTO’s Federal Telecommunications 
System (FTS) 2000 initiatives (subsequently upgraded to FTS 2001).  We determined 
during the follow up audit that UDC paid for telephone services that were not provided.  
We also found that UDC needed to adequately safeguard its parking fee revenues. 

 
Our follow-up audit determined that UDC did not implement four of our 

recommendations.  As a result, UDC continued to incur expenses for unauthorized 
charges, did not ensure accountability and proper control of revenues, nor did it take 
advantage of cost savings mechanisms. 

 
In MAR 01-A-13 (Exhibit 5) we recommended that the President of UDC: 

(1) develop and implement telecommunications policies and procedures for paying, 
certifying, and distributing telephone charges, (2) convert UDC commercial long distance 
services to the FTS program, (3) initiate effective security measures to ensure the 
adequate safeguarding of cash collections against loss, misuse, or theft, and (4) monitor 
the activities of the parking lot personnel to ensure that revenues from parking lot fees are 
collected and that facility maintenance personnel are on site and performing their duties. 
 

New Recommendations.  We also recommended that the President of UDC: 
(5) initiate a refund request from the telecommunications service provider for any exempt 
taxes paid, and (6) discontinue telecommunications services at the Mount Vernon 
location and for the International Calling Service, and seek reimbursement for improper 
charges identified in our report. 
 

Management Response.  For the open recommendations, UDC responded to 
Recommendation 1 by stating that it is in the process of implementing a new 
telecommunications policy.  For Recommendation 2, UDC indicated it is formulating a 
plan for converting long distance services to the FTS program within the next three 
months.  With respect to Recommendation 3, UDC purchased a safe, and for 
Recommendation 4, developed a draft of new policies and procedures to be used for 
collecting parking fee revenue, and currently perform unannounced visits to the parking 
garage. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
In response to the new recommendations, for Recommendation 5 UDC will 

initiate a request, within one to three months, for a refund from the telecommunications 
service provider for any exempt taxes that were paid by UDC.  With respect to 
Recommendation 6, UDC will take the necessary measure to discontinue services within 
three months at the Mount Vernon location and will request refunds for any improper 
charges.  The complete text of UDC’s comments on our recommendations is at 
Exhibit 13.  

 
OIG Comments.  Actions taken or planned by the UDC management meet the 

intent of the recommendations. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
Department of Housing and Community Development 

 
Open Recommendations.  On February 22, 2000, we issued an audit report to 

DHCD entitled, “Audit of the Department of Housing and Community Development’s 
Management of Funds Provided to Community Development Corporations” (OIG Report 
No. 11-99CD), on its management of $150 million of Community Development Block 
Grant funds during the 6-year period that ended with fiscal year 1999.  Our audit revealed 
that DHCD needed to: 
 

manage its funds more effectively and establish a performance measurement system; • 
• 
• 
• 

• 

• 

monitor projects and account for the funds used for administratively funded projects; 
account for $11,745,000 in expenditures for two projects;  
ensure controls are improved over conflict of interest at Community Development 
Corporations (CDCs);  
improve records management and locate missing records for Community 
Development Block Grant efforts, totaling $7,321,282; and  
improve its internal auditing function to comply with government auditing standards 
and allocate audit resources to areas with higher risk to fraud, waste, and 
mismanagement.   

 
The report made 23 recommendations to correct the problems mentioned above.  

We noted that more than half of the recommendations made involved the need for DHCD 
to establish either a policy, procedure, or program to correct a noted deficiency.  Our 
follow-up review verified that DHCD had established the policies, procedures, and 
programs we recommended, and had taken sufficient action to address 20 of 23 
recommendations.  However, because the fieldwork (for the follow-up audit) was 
performed less than 1-year after the date of our original audit, we could not ascertain 
whether the newly initiated policy, procedure, or program corrected the cited 
deficiencies.   

 
We issued an engagement letter on March 7, 2002, to conduct another audit at 

DHCD due to public concerns that several CDC.s may be involved in activities that 
represent conflicts of interest and misuse of funds.  Our objectives are to evaluate the 
management of specific CDC projects, assess the benefits arising from investment in 
CDC projects, and to assess the validity of expenditures for selected projects.  We will 
also evaluate internal controls associated with the above objectives. 

 
In MAR 01-A-16 (Exhibit 4), we recommended that the Director of DHCD, 

(1) realign the Internal Audit Division (Division) within the Office of the Chief Operating 
Officer; and (2) provide the OIG complete documentation to support all disbursements 
made for the New York Avenue Metrorail Feasibility Station Study.   

11 
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OPEN AND NEW RECOMMENDATIONS 
 

 
Management Response.  The DHCD Chief Financial Officer disagrees with 

Recommendation 1 to realign the Division because the Division is a component of the 
District’s Office of the Chief Financial Officer (OCFO).  The DHCD Chief Financial 
Officer believes that having established the Division in its organization provides 
independent reviews of DHCD’s fiscal operations.  In response to Recommendation 2, 
the DHCD provided additional documents (invoices, reports and summaries) for our 
review, and will continue to look for all documents that support the total disbursements 
made for the New York Avenue Metrorail Feasibility Station Study.  The complete text 
of DHCD’s comments on our recommendations is shown in Exhibit 12. 

 
OIG Comments.  In evaluating DHCD actions, we again reviewed DHCD 

responses to all 23 recommendations made in the original audit report.  Our reevaluation 
shows that DHCD did not take sufficient action in response to another of our 
recommendations.  That recommendation requested DHCD to include a requirement in 
its subgrants and loan agreements to ensure that Community Development Block Grant 
Funds recipients require employees, officer, and board members to submit annual and 
supplemental statements of financial interest.  For reporting purposes, we will refer to 
this as Recommendation 3 and request that DHCD respond to this final report.  These 
comments should be provided to the OIG within 30 days of the issuance of this report. 

 
For Recommendation 1, DHCD provided a reasonable explanation for not 

realigning the Division within its Office of the Chief Operating Officer.  The 
recommendation, therefore, is considered closed.  With respect to Recommendation 2, 
DHCD provided us with additional information that was obtained from a subcontractor to 
support $350,000 in disbursements made for the New York Avenue Metrorail Feasibility 
Study (Exhibit 19).   

 
We have evaluated all of the information provided by DHCD to support the total 

disbursements made for the New York Avenue Metrorail Feasibility Study.  The 
information provided to us shows support for $105,000 in disbursements.  In our opinion, 
the information provided is not sufficient to support the total amount disbursed for the 
study.  Therefore, we consider the recommendation closed.  However, the expenditures of 
$245,000 are considered as questioned costs.  
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OPEN AND NEW RECOMMENDATIONS 
 

 
Office of Finance and Resource Management 

 
Open Recommendations.  During fiscal years 1998 and 1999, we issued two 

audit reports to OFRM, which reported inadequate internal controls over the budget and 
payment processes for telecommunication services at OFRM.  Further, we reported that 
the District paid more than $30,000 for optional services that were not authorized.  The 
two reports, in total, contained nine recommendations.1 

 
Our follow-up review disclosed that OFRM had taken sufficient action to address 

seven of nine recommendations made in the original reports.  However, two 
recommendations were not adequately addressed.  In MAR 01-A-14 (Exhibit 3), we 
recommended that the Chief Financial Officer: (1) modify Object Class 308 to separate 
expenditures related to telecommunication equipment purchases from other 
telecommunication expenditures, and (2) provide the OIG documentation supporting the 
cost/benefit rationale not to pursue a $30,000 overcharge. 
 

Management Response.  OFRM agreed to implement Recommendation 1, 
however, OFRM contended that participation is also needed from two District agencies 
(OCTO and the Office of Financial Operations and Systems) and the District’s 
telecommunications services provider. 
 

In response to Recommendation 2, OFRM stated that prior to 1998, billing was 
fragmented, and it was impossible to obtain the total population of charges for any 
agency (at any billing period), and at no time did any agency report the occurrence of 
unauthorized service charges to OFRM.  Also, OFRM stated that a team of consultants, 
along with the support of the service provider, would be needed to address the issue.  
Therefore, OFRM decided that it would not be cost effective to pursue the $30,000 
surcharge.  The complete text of OFRM’s comments is attached at Exhibit 11. 
 

OIG Comments.  On November 1, 2001, we met with OFRM officials regarding 
Recommendation 1 and were told that Object Class 308 has been reclassified to include a 
sub-account to track telecommunication equipment purchases.  As such, the actions taken 
or planned by OFRM meet the intent of the recommendation.   

 
For Recommendation 2, OFRM provided a valid explanation for not pursing the 

recovery of $30,000 of unauthorized service charges.  We note that currently OFRM in 
conjunction with OCTO has implemented policies and procedures, which should prevent 
similar occurrences in the future.  Therefore, the recommendation is considered closed.  

                                                           
1 In MAR 01-A-14, we incorrectly stated the total number of number of recommendations as eight. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
District of Columbia Lottery and Charitable Games Control Board 

 
Open Recommendations.  In fiscal year 1998, we issued a report on the results 

of an audit of the Lottery Board.  The audit disclosed weaknesses and inefficiencies in the 
design and operation of the internal control structure of the Lottery Board and non-
compliance with laws, policies, and procedures.  We made 29 recommendations to the 
Lottery Board designed to correct the internal control deficiencies and to ensure 
compliance with laws, rules and regulations, policies, and procedures.   

 
Our follow-up audit disclosed that the Lottery Board adequately addressed 22 of 

the 29 recommendations made in the original report.  However, seven recommendations 
were not implemented. 

 
In MAR 01-A-06 (Exhibit 1), we recommended that the Executive Director of 

D.C. Lottery Board, ensure that: (1) repayment agreements are written and executed by 
all participating agents; (2) a process is established to generate monthly statements for 
agents with repayment agreements to identify delinquent accounts and develop an aging 
schedule; (3) terminals are immediately deactivated upon notification of Non-Sufficient 
Funds; (4) the installation of the new financial accounting system is completed (5) the 
OIG is provided information as to timelines and milestones to the OIG; (6) a bonding 
contract with a private company is secured and that its agents to pay the premiums; and 
(7) its agents provide proof of casualty insurance to cover the cost of replacing the on-
line computer terminal and Agency property assigned to the agents. 
 

New Recommendations.  We recommended that the Lottery Board: (8) review 
and reconcile the agent account receivables reports, to include the five missing agent 
accounts identified, and report the results to the OIG; (9) recover back monies owed from 
agents whose accounts become delinquent; (10) develop and implement written 
procedures that require the referral of all delinquent agent accounts to the Office of 
Corporation Counsel (OCC) for criminal and/or civil prosecution, until such time that the 
OCC may designate an attorney of the Lottery Board as a Special Assistant Corporation 
Counsel; (11) develop and implement written collection procedures in instances in which 
the agent is delinquent in either on-line or instant ticket sales; and (12) refer the $500,000 
written off as bad debts to the U.S. Department of Justice for civil and/or criminal 
proceedings, as appropriate. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
 
Management Response.  In response to Recommendation 1, the Lottery Board 

will continue the use of written agreements when the circumstances are warranted.  For 
Recommendation 2, the Lottery Board implemented a process to notify agents with 
repayment agreements on a monthly basis, and for Recommendation 3, the Lottery Board 
will continue to deactivate agents’ terminals upon receipt of a Non-Sufficient Funds 
notice.  With respect to Recommendation 4, the Lottery Board will take action to ensure 
the installation of a new financial accounting system is completed, and for 
Recommendation 5, will provide information as to the related timetables to OIG.  For 
Recommendations 6 and 7, the Lottery Board will re-examine exploring alternative 
bonding methods for its agents, and will examine its options to protect Lottery property 
in the possession of its agents. 

 
For the new Recommendations 8, 9, and 10, the Lottery Board will review and 

reconcile its accounts receivable reports, to include the five missing accounts identified in 
our follow up report, initiate an aggressive collection effort in the spring of 2002 to 
recover outstanding monies due from its agents, and develop referral procedures for 
criminal prosecutions with the U.S. States Attorney for the District of Columbia. 

 
Also, for new Recommendations 11 and 12, the Lottery Board will re-evaluate its 

collection process for instant tickets receivables of delinquent, suspended or revoked 
agents, and with respect to the $500,000 written off as bad debts, anticipates that criminal 
prosecution will be pursed in appropriate and egregious circumstances and will be 
referred to the Department Office of Justice for civil and criminal prosecution on a case 
by case basis.  The complete text of the Lottery Board’s comments is shown in Exhibit 9. 
 

OIG Comments.  Although the Lottery Board did not entirely agree with all of 
the findings disclosed in the follow-up audit, the actions taken or planned meet the intent 
of our recommendations.  
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OPEN AND NEW RECOMMENDATIONS 
 

 
Office of the Chief Technology Officer 

 
Open Recommendations.  During fiscal years 1998 and 1999, we completed two audits 

at OCTO.  The two original audits disclosed weaknesses and inefficiencies in the design and 
operation of the internal controls at OCTO over the District’s telecommunications system.  
The reported findings included: 
 

1. The District paid over $1.8 million a year for unutilized or underutilized telephone 
lines; 

 
2. The District inappropriately paid approximately $781,000 in Gross Sales Receipt tax 

surcharges; and 
 

3. The District does not maintain an inventory of telephone lines and equipment. 
 

We made 16 recommendations in the original reports.  Our follow-up review 
disclosed that OCTO had not implemented 4 of the 16 recommendations contained in our 
prior audit reports.  In the MAR (Exhibit 7) we recommended that OCTO: (1) coordinate 
actions with the Office of the Mayor in issuing policies that require periodic analysis of line 
utilization and have all unutilized or underutilized lines disconnected; (2) take advantage of 
D.C. Code § 47-2005 (1) 2 and deduct Gross Sales Receipt Tax surcharges from 
telecommunications bills before payment; (3) coordinate an inventory of all District 
telecommunications equipment and have the results of the inventory certified by each agency 
head; and (4) coordinate the development of a network diagram of the District’s 
telecommunications system and require that the diagrams be maintained to reflect periodic 
changes. 
 

New Recommendations.  We also recommended that OCTO (5) coordinate actions 
with District agencies and the vendor who provides telephone services to the District 
government to eliminate unneeded telephone lines.  

 
Management Response.  In response to Recommendation 1, OCTO stated it will 

develop and present to the Office of the Mayor a draft policy for mandatory use by the 
agencies of the web-based billing tool WATCH, by November 1, 2001.  For recommendation 
2, OCTO contends that the recommendation has been specifically addressed, in a 
memorandum, (previously provided to OIG) from the Office of the Corporation Counsel, 
dated June 11, 1999, stating that toll telephone service is specifically exempt from the 
District’s Gross Sales Receipt tax surcharge. 

                                                           
2 Citation is to the 1981 Edition of the D.C. Code, which was in effect at the time the FY 1998 and 1999 audits 
were conducted. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
OCTO’s response to Recommendation 3 noted that this recommendation was 

specifically addressed in the Unified Communication Center Telecommunications 
Integration Planning Project (UCC-TIPP), an inventory and asset database that is under 
development.  The single agency system trial was scheduled on September 30, 2001, at 
the Department of Public Works.  For Recommendation 4, OCTO contends that the 
recommendation has been specifically addressed with a network Diagram of Central 
Payment Agency Telephone Line Count (network diagram), provided to OIG on July 27, 
2001. 

 
In response to the new Recommendation 5, OCTO contends that the 

recommendation has been specifically addressed with actions taken by management 
before our follow-up audit, and disagrees with the conclusion of our follow-up audit that 
reports that the District is paying approximately $1.578 million for disconnected and 
underutilized telephones lines.  The complete text of OCTO’s comments is shown in 
Exhibit 15. 
 

OIG Comments.  In response to Recommendation 1, we held a meeting with 
OCTO officials on November 1, 2001, and were informed that the draft policy requiring 
periodic analysis of line utilization had not been issued.  OCTO intends to issue the draft 
by November 30, 2001.  The action planned by OCTO meets the intent of the 
recommendation.   

 
We have amended the draft report, in respect to our recommendation for OCTO to 

deduct the Gross Sales Receipt Tax surcharges from telecommunication bills before 
payment.  We determined, based on additional fieldwork, that our recommendation 
should have addressed the Gross Receipts Tax surcharge, which is included as part of the 
telecommunication bill by the service provider, for which the District is not exempt.  
Therefore, the recommendation is no longer necessary. 

 
For Recommendation 3, OCTO officials told us at the meeting held on 

November 1, 2001, that the single agency system trial, which was scheduled on 
September 30, 2001, at the Department of Public Works has been moved up to December 
30, 2001.  OCTO’s planned actions satisfy the intent of the recommendation.  For 
Recommendation 4, OCTO’s response to our draft report indicates that action has been 
taken to revise and date the network diagram, as we recommended (Exhibit 18).  The 
action planned by OCTO meets the intent of the recommendation. 
 

We disagree with OCTO‘s response to Recommendation 5.  Although much 
progress has been made by OCTO, the follow-up audit identified many unnecessary and 
underutilized telephone lines. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
As a part of our follow-up audit, we reviewed the Power Bill dated February 4, 

2001, which listed 31,511 telephone lines billed to the District.  From a judgmentally 
selected sample of 238 telephone lines/numbers, we found that 11 lines (or 4.62% of our 
sample) were not in service.  Our sample also found 39 telephone lines (or 16.39% of our 
sample) that were not answered after many attempts.  Therefore, in our opinion, these 
telephone lines are either inactive or not actively used.   

 
In its response to a draft of this report, OCTO agrees that the 11 telephones lines 

that were selected as a part of our sample and identified in the February 4, 2001, Power 
Bill, were not in service.  The response indicates that one number was invalid, because it 
was a billing code and not an actual telephone number.  The response further indicates 
that the 11 telephone lines were removed from the Power Bill between April and August 
2001, after the commencement of our follow-up audit. 

 
Based upon OCTO’s response, we contacted the service provider to determine the 

dates the telephone lines had been disconnected and to ascertain if the District had 
incurred additional costs.  We determined that the District incurred additional costs for 10 
of the telephone lines for as much as 4 to 13 months after the telephone line had been 
disconnected.  One number was not a valid telephone number.  

 
OCTO also stated in its response that of the 39 telephone lines that we reported as 

not actively in use, one line had a trouble indicator, seven lines were answered when 
dialed, and the other 31 were not answered when dialed.  OCTO further stated that these 
31 unanswered numbers could mean that the telephone lines are assigned to one of the 
following: 
 

• Building alarms for DC Government buildings, e.g., libraries, schools 
• Elevator telephones 
• Traffic signal lights 
• Heating system heat sensors 
• 911 back-up at 300 Indiana Avenue 
• McMillan Drive Back-up 
• EMA Command Center 
• DPW gas pump alarms 
• EMA street pedestals for events 
• EMA pedestal at the bridge. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
OCTO agrees that 10 telephones lines included in the February 4, 2001, Power 

Bill were not in service (or inactive) and that it could not definitively identify the 
purpose of each of the 31 unanswered telephone lines.  We believe that OCTO needs 
to increase or intensify its efforts and reviews of telephone lines to identify and 
eliminate all telephone lines that are not in service or not actively used.  The 
intensified effort will help identify the specific use for all active telephone lines. 

 
However, we remain concerned that the District will continue to pay for unused or 

inactive telephone lines because of untimely actions taken by OCTO to identify and 
eliminate all unnecessary and underutilized telephone lines.  Therefore, we are 
currently planning to conduct another audit of OCTO’s management of the District’s 
telecommunication system. 
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OPEN AND NEW RECOMMENDATIONS 
 

 
Department of Corrections 

 
Open Recommendations.  During fiscal year 1998, we issued three audit reports 

on operations at DOC.  These reports, in total, contained 40 recommendations.  We 
reported deficiencies in DOC’s internal controls relative to the receipt and disbursement 
of inmate funds.  Specifically, DOC did not comply with the District’s Unclaimed 
Property Act and did not process inmate disbursement requests in a timely manner.  We 
also noted that DOC did not reconcile daily cash receipts and disbursement journals to 
monthly transaction reports before posting them to the District’s financial accounting 
system. 

 
At the time of our follow-up review, there were five open recommendations.  

When we issued MAR 01-A-08 (Exhibit 6) to DOC, we consolidated the five 
recommendations into three, because some of them related to the same policy or 
procedure.  However, to ensure accurate tracking, we are restating the recommendations 
as they were originally presented during the follow-up audit.   

 
We recommended that the DOC Director: (1) transfer inactive account balances in 

the amount of $153,847 for FY 93-96 to the Mayor; (2) transfer all inactive account 
balances from 10/1/96-6/30/98 to the Mayor; (3) streamline and modernize procedures 
for handling inmate disbursement requests; (4) enforce the requirement that the Inmate 
Finance Division not process more that 20 disbursement requests at a time; and 
(5) establish procedures requiring reconciliation of daily receipts and disbursements. 

 
Management Response.  DOC has taken action in response to Recommendations 

1 and 2 by requesting that the Office of Internal Audit and Security perform a 
reconciliation of inactive inmate accounts.  DOC will report to the OIG the target 
completion date after an entrance conference has been held.  For Recommendations 3, 4 
and 5, DOC will review and revise Inmate Finance Unit policies and procedures, and 
establish written procedures documenting the reconciliation process.  The complete text 
of DOC’s comments is shown in Exhibit 14. 

 
OIG Comments.  Actions taken or planned by DOC management meet the intent 

of the recommendations. 
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District of Columbia Public Schools 
 

Open Recommendations.  As a part of our follow-up audit, we reviewed six 
audit reports issued by the OIG and one report issued by GAO to DCPS during fiscal 
years 1998 through 2000.  In total, the reports contained 53 recommendations.3 

 
 We previously reported deficiencies in DCPS’s Special Education Program and 
made recommendations to improve DCPS’s Medicaid reimbursement procedures.  The 
Superintendent, DCPS, responded that a contract would be awarded to develop a 
comprehensive database management system for Medicaid billings, and policy and 
procedures would be established for maintaining Medicaid records. 
 
 Our follow-up audit verified that DCPS had awarded a new contract for database 
management, and that DCPS has established policies and procedures for maintaining 
Medicaid records.  However, due to the current budget deficit reported by District’s Chief 
Financial Officer at DCPS and other significant issues related to the Special Education 
Program, a separate comprehensive re-audit addressing transportation, procurement, 
student accountability, as well as the documentation, timeliness, and accuracy of DCPS’s 
Medicaid billing process is scheduled for fiscal year 2002. 

 
Our follow-up audit also showed that three reported deficiencies were not 

corrected relative to unemployment benefits.  DCPS had not established the necessary 
controls to prevent summer unemployment benefit payments to ineligible employees.  As 
a result, we estimate that unemployment benefit payments, in excess of $700,000, were 
made to ineligible beneficiaries during FY 2000. 

 
In MAR 01-A-12 (Exhibit 2) we recommended that the Superintendent of DCPS: 

(1) develop policies and procedures for defining “reasonable assurance” and for 
implementing the provision of D.C. Code § 46-110 (7), (2) annually provide DOES the 
names of education aides with high performance ratings and having a reasonable 
assurance of returning the next year, thereby rendering them ineligible to receive summer 
unemployment benefits, and (3) coordinate actions with the D.C. Office of Personnel, 
Unemployment Compensation Unit, to monitor DCPS employees who are receiving 
unemployment compensation to ensure that these employees are following the provisions 
of D. C. Code § 46-110 (7). 4 
 

                                                           
3 In MAR 01-A-12, we incorrectly stated the total number of recommendations as 54. 
 

 

4 Citation is made to 1981 Edition of the D.C. Code, which was in effect at the time the FY 1998 to 2000 
audits were conducted. 
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Management Response.  For Recommendations 1, 2, and 3, DCPS has 
established procedures to be notified of any claims for unemployment benefits (in order 
to determine employment eligibility) and will coordinate its activities with DOES.  DCPS 
will also establish a database that will be available for audit purposes.  The complete text 
of DCPS’s comments is attached at Exhibit 10. 

 
OIG Comments.  Actions taken or planned by DCPS management meet the 

intent of the recommendations. 
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SCHEDULE OF QUESTIONED COSTS 
 

AGENCY OIG MAR 
No. 

QUESTIONED 
COST 

REASON 

LOTTERY 
BOARD 

01-A-06 $655,000 The Lottery Board had 
written off Lottery ticket 
sales revenue, totaling 
$500,00, without adequate 
support or justification. Also, 
$155,000 is currently due 
from various lottery agents. 
 

DCPS 01-A-12 $700,000 During FY 2000, the District 
of Columbia Public Schools 
paid unemployment benefits 
in excess of $700,000 to 
ineligible beneficiaries. 
 

UDC 01-A-13  $82,200 UDC paid over $82,200 for 
telephone services that were 
either tax-exempt or for 
services not provided. 
 

DHCD OIG NO. 11-
99-CD 

$245,000 DHCD could not support 
total disbursement of 
$350,000 made for the New 
York Avenue Metrorail 
Feasibility Study.  
Documentation to support 
only $105,000 was provided 
to this office. 

TOTAL  $1,682,200  
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Exhibit 17: Schedule of Audit Reports Reviewed 
 

 

Recommendations Agency Issue Date Audit Report 
Made Corrected Open OBE 

7/20/99 Audit of the University of the District of Columbia’s Telephone 
System, (OIG No. 9839-14-99GF-9917).  

3 
 

1 2 0 

7/20/99 
Report on the Audit of Parking Fee Revenue at the University of the 
District of Columbia For the Period August 1, 1997 to May 15, 1998, 
(OIG No. 19-99-GF-9919).   

5 
 

3 2 0 UDC 

9/17/99 Audit of Tuition Collections by the University of the District of 
Columbia’s Division of Continuing Education, (OIG-4-99GF-9921).  

16 
 

16 0 0 

DHCD 2/22/00 Audit of the DHCD’s Administration of Funds Provided to Community 
Development Corporations, (OIG Report No. 11-99CD).   

23 
 

20 3 0 

9/28/98 
Review of Controls Over the Telecommunications System Within the 
Gov't of the District of Columbia (OIG No. 9830-09).   
Note:  Same report used for OCTO follow-up review. 

7 
 

6 1 0 

OFRM 

2/11/99 
Controls Required to Identify Unneeded Telephone Lines and to 
Eliminate Unauthorized Telephone Charges (OIG No. 9839-18-9911).  
Note:  Same report used for OCTO follow-up review. 

2 
 

1 1 0 

9/28/98 Review of Controls Over the Telecommunications System Within the 
Gov't of the District of Columbia  (OIG No. 9830-09).   

9 
 

6 3 0 

OCTO 
2/11/99 

Controls Required to Identify Unneeded Telephone Lines and to 
Eliminate Unauthorized Telephone Charges  
(OIG No. 9839-18-9911).   

7 
 

7 0 0 

LB 9/30/98 Audit of the District of Columbia Lottery and Charitable Games 
Control Board (OIG No. 9812-08).   

29 
 

22 7 0 

11/18/97 Report on the Review of Overtime Claimed by Employees of the 
Department of Corrections' Work Programs,  (OIG No. 9812-03).   13 

 
9 0 4 

12/19/97 Cash Verifications of the Department of Corrections' Imprest Funds, 
(OIG No. 9810-04).   

6 
 

6 0 0 DOC 

8/6/98 Audit of the District of Columbia Department of Corrections Inmate 
Trust Fund, (OIG No. 9763-35).  

21 
 

10 5 6 

9/10/99 Unemployment Compensation Payments to District of Columbia 
Government Employees, (OIG No. 6-99-CF-9920).   

3 
 

0 3 0 

12/23/98 
Audit of the Direct Activity Purchase System and the Student Activity 
Funds at the Margaret Murray Washington Career High School Oct. 1, 
1996 to Jan. 31, 1998, (OIG No. 9812-15)  

14 
 

14 0 0 

6/22/99 District of Columbia Public Schools Audit of the Special Education 
Program Fiscal Year 1998, (OIG-7-99-GA-9916) 

13 
 

13 0 0 

11/10/99 Audit of the Direct Activity Purchase System Account Disbursements 
at Ballou Stay High School, (OIG-15-99-GA) 

5 
 

5 0 0 

12/2/99 Audit of the Direct Activity Purchase System and Student Activity 
Fund at Ballou Senior High School, (OIG-15a-99-GA) 

8 
 

8 0 0 

DCPS 

3/3/98 Audit of the Direct Activity Purchase System Fund Barnard 
Elementary School, (OIG-9735-14) 

6 
 

4 0 2 

 8/27/97 District of Columbia Public Schools, Student Enrollment Count 
Remains Vulnerable to Errors. GAO/HEHS-97-161 

4 
 

4 0 0 

  
 
    Total Recommendations 
 

194 
 

155 27 12 
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